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Purpose Total Tax Burden by Income Level
The estimated burden on a family of three of all personal taxes—income, property, general sales,

This guide summarizes Montana’s state and local taxes, and compares them with and auto taxes—is provided in the tables below for three different income levels. Montana taxes
other states in the region. It also lists Montana’s rankings among all fifty states are below national averages at all income levels.

for various taxes. The guide is intended to provide clear and accurate informa- - -
tion for individuals and businesses considering locating in Montana. Table 9(a) - Estimated Tax Burden: Income Level = §25,000
Income Property Sales Auto Total | Rank % of Income
Montana Taxes—Overall State & Local Tax Burden California 50 $1.786 s628 | s298 | s2.711 25 10.8%
Colorado $183 $1,786 $740 $266 $2,975 22 11.9%
Montana imposes taxes on property, natural resources, and corporate and per- Idaho $49 $1,786 $630 $203 $2,667 38 10.7%
sonal income. Montana also taxes alcohol, tobacco, gasoline, and other selected . N—a:%zs mwwu ﬂ,wwm mwmm wwww %wvmww MW Hw.m..w.
. . . evada A R 5%
items, E: has no mo:o.nm_ sales tax. The overall tax burden—taking into mooora North Dakota 487 $1.786 $551 $201 | s2625 43 10.5%
the various taxies levied by all levels of Montana government (state, counties, / Oregon $945 $1.786 $0 $160 | $2.891 25 11.6%
cities and towns, school districts, etc.) - is the 20th lowest in the nation on a per - South Dakota $0 $1,786 $867 | $180 | $2,833 29 11.3%
capita basis and 11th lowest as a percentage of income. Montana is slightly @Sﬂ. %Mwo %:mm wmw wwww Mw,mww WM Wwww
R . . ashington , > A7
higher than average on a regional basis. Wyoming $0 $1,786 | $846 | $215 | $2,847 | 28 11.4%
U.S. Median $123 $1,786 $687 $211 $2,860 11.4%
Table 9(b) - Estimated Tax Burden: Income Level = $75,000
Table 1—Total State and Local Taxes Income | Property | Sales | Auto | Total |Rank % of Income
Dollars Percent California $1,216 $2,083 $1,237 | $842 | $5,378 40 72%
Per Capita Of Income Colorado $2,280 | S1,105 | $1,380 | $806 | $5570 | 38 7.4%
Tdaho $3,200 $1,268 $1,197 $330 $5,995 32 8.0%
Amount |U.S. Rank* Amount |U.S. Rank* Montana $2,559 $1,865 $0 $689 | $5,113 43 6.8%
Nevada $0 $2,251 $1,072 $486 $3,809 47 5.1%
California $4.752 10 10.5% 6 North Dakota $594 $3,881 $1,038 | $333 | $5,846 34 7.8%
0 Oregon $3,931 $2,099 $0 $249 $6,278 29 8.4%
Colorado 33,989 26 9.0 w 34 South Dakota $0 $2,760 | S1,518 | $204 | $4572 | 45 6.1%
Idaho $3,400 40 10.1% 13 Utah $3,149 | $1246 | $1.430 | $508 | $6333 | 27 8.4%
Montana wuwmqo 31 8.6% 40 Washington $0 $1,698 $1,561 $457 $3,715 48 5.0%
Nevada $4,023 25 6.6% 49 Wyoming $0 $1,326 $1,512 | $665 | $3,503 49 4.7%
North Dakota $4.,618 13 9.2% 33 U.S. Median $2,559 $2,391 | $1249 | $393 | $6,355 8.5%
Oregon $3,525 37 9.4% 26
South Dakota $3,209 45 7.9% 45 Table 9(c) - Estimated Tax Burden: Income Level = $150,000
Utah $3,354 41 9.6% 22 "
Washin gton $ 4,331 19 8.9% 35 Income Property Sales Auto Total Rank % of Income
Wyoming $6,947 3 7.0% 48 California $6,687 $4,037 | $1,998 | $1,223 | $13,945 | 25 9.3%
N o Colorado $5,362 $2,103 $2,196 | $1,445 | $11,107 40 74%
.| U-S. Average $4,204 9.7% . {1dano $8,018 | $3,368 | $1986 | $393 | $13,764 | 27 9.2%
Region-Average $4,165 8.0% Montana $6,987 $3,551 $0 $1,026 | $11,564 39 7.7%
— - Nevada $0 $4,286 $1,643 $666 $6,595 47 4.4%
Source: Tax Foundation (August 2008 No. 163) (Tables 6 and 7). , North Dakota $2,715 $7.390 $1,612 $430 $12,147 36 8.1%
Note: Rank 1 = Highest Taxes; Rank 50 = Lowest Taxes . Oregon $9,886 $3,996 $0 $309 | $14,191 24 9.5%
South Dakota $0 $5,255 $2,305 $350 $7,910 45 5.3%
Utah $7,264 $2,372 $2,152 $609 $12,398 34 8.3%
Washington $0 $3,233 $2,528 $593 $6,353 48 42%
Wyoming $0 $2,525 $2,326 | $1,180 $6,031 49 4.0%
U.S. Median $6,604 $4,743 $1,980 $593 $13,916 9.3%

Source: Tax Rates & Tax Burdens in the District of Columbia/A Nationwide Comparison, 2007
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Montana Income Taxes

Montana has a modestly progressive personal income tax. The top tax rate
of 6.9% is the 14th highest in the nation, but Montana is one of only six
states that allows Federal taxes to be deducted on the state return. Mon-
tana’s effective marginal rate ranks about in the middle of other states in the

Capital Gains

Most states tax capital gains as ordinary income. However, several states provide
special treatment, sometimes limited to gains realized from—or invested in—the
state. Montana is unique in providing a tax credit of 2% on all capital gains,
whether invested in Montana or not.

Table 5—Taxation of Capital Gains

region.
Table 4—Top Tax Rates on Ordinary Income
Statutory Fed Tax Effective Marginal

Rate Deductible? Rate'
California’ 9.3% No 6.7%
Colorado 4.63% No 33%
Idaho 7.8% No 5.6%
Mentana 6.9% Limited® 5.0%
Nevada No Income Tax
North Dakota 5.54% No 4.0%
Oregon 9.0% Limited? 6.5%
South Dakota | No Income Tax
Utah 5.0% No 3.6%
émmasmﬂo:a No Income Tax
Wyoming No Income Tax

California
Colorado
Idaho
Montana
Nevada
North Dakota
Oregon
South Dakota
Utah
Washington

Wyoming

Exclude 50% of gain on CA small business stock held > 5 years
Exclude gains on CO property/stock held > 5 years
Exclude 40% of “qualifying” gain
Tax credit = 2% of gain
No Income Tax
Exclude 30% of long term gains “allocable” to ND
As Ordinary Income
No Income Tax
Tax credit if 70% of gross proceeds invested in UT small business corp.
No Income Tax
No Income Tax

L Effective marginal rate is the income tax burden on an additional dollar of ordinary income
from living in the indicated state in comparison with living in a state with no income tax, taking
account of the deductibility of state income taxes on Federal returns. Taxpayer is assumed to be
in the 28% Federal bracket, top state bracket, itemizes deductions, and has exceeded the limit on
deductions of Federal taxes on state returns. Effective rates are lower if the taxpayer is in a

Source: Doug Young from State Tax websites

State and local individual income taxes in Montana are below average on a per
capita basis and about average as a percentage of income.

Table 6—Average Individual Income Tax Burden—2006

higher Federal bracket and/or has not exceeded the limit on deductions.

2 Montana limits the amount of Federal taxes which can be deducted to $10,000 for a married

couple filing jointly. Oregon’s limit is $5,600.
3 An additional 1% tax is imposed on taxable income over $1 million.

* Excludes Washington’s B&O tax.

Source: Federation of Tax Administrators (January 1, 2008) and Doug Young
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$ Per Capita Amount | Rank % of Income Rank
California $1,418 7 3.7% 6
Colorado $902 20 2.3% 33
Idaho $846 26 2.9% 18
Montana $817 29 2.7% 21
Nevada No Income Tax
North Dakota $433 41 1.3% 42
Oregon $1,513 6 4.7% 2
South Dakota No Income Tax
Utah $896 21 3.1% 16
Washington No Income Tax
Wyoming No Income Tax
U.S. Average $934 2.5%

Source: Calculations by Doug Young from US Bureau of Census for FY2006
Excludes Washington’s B&O tax.
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